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IRUWKH-DSDQHVHHFRQRP\)XUWKHUPRUHJRYHUQRU0LHQRKDGLPSOHPHQWHGWKHILIWKULVHRIGLVFRXQW
UDWH WR  SHUFHQW WR DYRLG WKH KRPHPDGH LQIODWLRQ FDXVHG E\ WKH*XOI:DU LQ$XJXVW  DV
VKRZQ LQ )LJXUH   ,Q DGGLWLRQ WKH JRYHUQPHQW DOVR SODFHG D FHLOLQJ RQ WKH WRWDO DPRXQW RI
ILQDQFLQJDYDLODEOHIRUUHDOHVWDWHSXUFKDVH
7KHEXUVWRIWKHEXEEOHEHJDQDWODVW7KHPRQH\VWRFN0&'UDSLGO\GHFOLQHG,WUHFRUGHG
QHJDWLYH\HDURQ\HDUJURZWK LQPLG ± DV VKRZQ LQ)LJXUH$IWHU KLWWLQJ D UHFRUG KLJKRI
\HQDWWKHHQGRIWKHVWRFNSULFH1LNNHL'RZ-RQHV,QGH[UDSLGO\EHJDQWRGHFOLQH
,Q$XJXVW  VWRFNSULFH GLSSHGEHORZ\HQ D SHUFHQW SOXQJH IURPDSHDN OHYHO LQ
)LJXUH/DQGSULFHEHJDQWRIDLODIWHUKLWWLQJDSHDNLQ6HSWHPEHUDQGNHSWIDOOLQJXQWLOQRZ
DVVKRZQLQ)LJXUH,QUHVSRQVHWRWKHDVVHWSULFHGHFOLQHWKH%2-UHGXFHGWKHGLVFRXQWUDWHVL[
WLPHVIURP-XO\WR)HEUXDU\7KHGLVFRXQWUDWHZDVXOWLPDWHO\UHGXFHGIURPSHUFHQW
WRSHUFHQWLQ)LJXUH7KHJRYHUQPHQWDOVRLPSOHPHQWHGWKHILVFDOVWLPXOXVE\VSHQGLQJDWRWDO
RIWULOOLRQ\HQLQWZR\HDUVIURPWR
/DQGDQGVWRFNSULFHVZHUHSURPRWHGWRGHFOLQH3ULFHVFRQWLQXHGWRGHFOLQHDQGLQFUHDVHGWKH
GHIODWLRQDU\SUHVVXUH)LUPVZHUHREOLJHGWRFRQWLQXHWKHDGMXVWPHQWRIWKHLUEDODQFHVKHHWGDPDJHG
E\WKHGHFOLQHRIDVVHWSULFHV


)LJXUH6WRFN3ULFH1LNNHL'RZ-RQHV,QGH[
VRXUFH7RN\R6WRFN([FKDQJH





1HZJRYHUQRU0LHQRZDVKDLOHGDVDQ´2QLKHLRI+HLVHLHUDµDIDPRXVSROLFHOHDGHUZKRKDGVWURQJO\IRXJKWDJDLQVW WKHJDQJV LQ WKH(GRHUDPRUH WKDQ\HDUVDJR7KHEXEEOHZDVPDLQO\GLVFXVVHGIURPWKHYLHZSRLQWRILQFRPHDQGDVVHWGLVWULEXWLRQ7KLV0LHQR·VHSLVRGHUHIOHFWZHOOWKHSXEOLFIHHOLQJ
WKDW´EXEEOHEXUVWLQJµZDVDULJKWPLQGHGIURPHWKLFDOYLHZSRLQW
1RZDGD\VPDQ\HFRQRPLVWVXQGHUVWDQGWKDWFHQWUDOEDQNVKRXOGQRWWDNHWKHUROHRIWKHDUELWUDJHRIDVVHWSULFHV6HH5DQGDO3DUNHU
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
)LJXUH&KDQJHRI/DQG3ULFH\HDURQ\HDU

VRXUFH-DSDQ5HDO(VWDWH,QVWLWXWH/DUJH8UEDQ$UHDVDYHUDJHUHVLGHQWLDOFRPPHUFLDODQG
LQGXVWULDO

)LJXUH3ULFH&KDQJH*'3GHIODWRU

VRXUFH%DQNRI-DSDQ


3ULPH0LQLVWHU +DVKLPRWR ZRUULHG DERXW WKH IXWXUH RI WKH JRYHUQPHQW ILQDQFH LPSOHPHQWHG
PHDVXUHVWRUHFRQVWUXFWWKHILQDQFLDOVWUXFWXUH+HZDVDIUDLGWKDWILVFDOFRQGLWLRQZRXOGJHWZRUVH
DQGZRUVHZLWKWKHFRPLQJRIDJLQJVRFLHW\LQ-DSDQ+HGHFLGHGWRLQFUHDVHWKHFRQVXPSWLRQWD[
IURP WRSHUFHQWDQGDEROLVKDVSHFLDO LQFRPHWD[FXW LQ$SULOZKLFKDPRXQWHG WRD WD[
LQFUHDVHRIWULOOLRQ\HQ&RQVXPSWLRQKDGUDSLGO\VKUXQNLQUHVSRQVHWR+DVKLPRWR¶VWD[LQFUHDVH
SROLF\8QIRUWXQDWHO\ IRU WKH-DSDQHVHHFRQRP\ WKH(DVW$VLDQHFRQRPLFFULVHVRFFXUUHG LQ-XO\
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 7KH ILVFDO FRQWUDFWLRQ FRPSRXQGHG E\ WKH $VLDQ FULVLV GHFUHDVHG WKH DJJUHJDWH GHPDQG
VXEVWDQWLDOO\
8QGHUWKHGHIODWLRQDU\FRQGLWLRQVDILQDQFLDOSDQLFRFFXUUHG+RNNDLGR7DNXVKRNX%DQNRQH
RI-DSDQ¶VFLW\EDQNVODUJHVWWZHQW\EDQNVDQG<DPDLFKL6HFXULWLHV&RPSDQ\RQHRI-DSDQ¶VIRXU
ODUJHVWVHFXULW\FRPSDQLHVIDLOHGLQ1RYHPEHU7KHIDLOXUHRI WZRELJILQDQFLDO LQVWLWXWLRQV
VHQWWKHVLJQWKDWWKHJRYHUQPHQWJDYHXSWKH³WRRELJWRIDLO´SROLF\3HRSOHWKRXJKWQRILQDQFLDO
LQVWLWXWLRQV ZHUH LPPXQH IURP IDLOXUHV 5XPRUV DERXW WKH RWKHU EDQNV¶ IDLOXUH KDG VSUHDG RXW
WKURXJK -DSDQ 7KH VWRFN SULFHV RI PDQ\ ILQDQFLDO LQVWLWXWLRQV VKDUSO\ GHFOLQHG DQG ³-DSDQ
SUHPLXP´ LQ WKH LQWHUQDWLRQDOPRQH\PDUNHW MXPSHGE\DURXQGEDVLVSRLQWV -DSDQHVHEDQNV
ZHUHREOLJHG WRSD\ WKHDGGLWLRQDOEDVLVSRLQWV IRU UDLVLQJIXQGV LQ WKHRYHUVHD ILQDQFLDOPDUNHWV
7KH SUHPLXP LV FDOFXODWHG DV WKH GLIIHUHQFH EHWZHHQ WKH TXRWHG UDWHV RI 7,%25 LQ WKH 7RN\R
RIIVKRUHPDUNHW DQG/,%25 LQ WKH/RQGRQ RIIVKRUHPDUNHW %RQGV LVVXHG QRW RQO\ E\ -DSDQHVH
ILQDQFLDO LQVWLWXWLRQV EXW DOVR E\ -DSDQHVH JRYHUQPHQWZHUH GRZQJUDGHG DW WKH LQYHVWPHQW JUDGH
UDWLQJVE\LQWHUQDWLRQDOFUHGLWUDWLQJDJHQFLHVVXFKDV0RRG\¶V
,QUHVSRQVHWRWKHVHULRXVVLWXDWLRQWKHJRYHUQPHQWGHFLGHGWRSURYLGHWULOOLRQ\HQIXQGVE\
LVVXLQJERQGV7KHJRYHUQPHQWZDVQRWZLOOLQJ WR LQMHFWSXEOLF IXQGV LQWR WKHSUREOHPEDQNVE\
FRQVLGHULQJWKHQHJDWLYHVHQWLPHQWVRIWKHFRQJUHVVDQGSXEOLFDWILUVW+RZHYHUWKHILQDQFLDOSDQLF
ZDVVRVHYHUHWKDWQHLWKHUWKHFRQJUHVVQRUWKHSXEOLFVWURQJO\RSSRVHGDQLQMHFWLRQRISXEOLFIXQGV
WRDVVLVWWKHSUREOHPEDQNV7KHWULOOLRQ\HQZDVGLYLGHGLQWRWKHIROORZLQJWZRFDWHJRULHV
WULOOLRQ\HQZDVSUHSDUHGIRUWKHHQIRUFHPHQWRIWKH'HSRVLW,QVXUDQFH6\VWHPZKLOHWKHUHPDLQLQJ
WULOOLRQ\HQZDVLQWHQGHGIRUWKHFDSLWDOLQMHFWLRQRIWKHSUREOHPILQDQFLDOLQVWLWXWLRQV
7KHJRYHUQPHQWDFWXDOO\LQMHFWHGWULOOLRQ\HQWRODUJHEDQNVWRUDLVHWKHLUFDSLWDOUDWLRLQ
0DUFK  +RZHYHU LW KDG QR VLJQLILFDQW HIIHFW RQ WKH EDQNV EHFDXVH LW ZDV OD[ /RQJ7HUP
&UHGLW %DQN DQG1LSSRQ&UHGLW %DQN KDG IDLOHG LQ  DIWHU WKH LQMHFWLRQ RI SXEOLF IXQGV 
WULOOLRQ \HQZDV DJDLQ LQMHFWHG LQ0DUFK  7KH LPSOHPHQWDWLRQZDV TXLWH GLIIHUHQW IURP WKH
IRUPHU LQMHFWLRQ%DQNVZHUH VWURQJO\ UHTXLUHG WR VXEPLWDGHWDLOHGDQGPHDQLQJIXO UHVWUXFWXULQJ
SODQ
7KHJRYHUQPHQWKHVLWDWHGWRTXLFNO\UHVROYHWKHQRQSHUIRUPLQJORDQVDQGEDQNSUREOHPVZKLFK
ZHDNHQHGILQDQFLDOLQVWLWXWLRQVDQGFDXVHGORQJUHFHVVLRQ7KHJRYHUQPHQWRIILFLDOO\DQQRXQFHGLQ
ODWHWKDWQRQSHUIRUPLQJORDQVWRWDOHGWULOOLRQ\HQSHUFHQWRIRXWVWDQGLQJORDQV,Q
QRQSHUIRUPLQJORDQVLQFUHDVHGWRWULOOLRQ\HQSHUFHQWRIDOOORDQVRUSHUFHQWRI*'3$OO
HIIRUWVE\ WKHJRYHUQPHQW DQGSULYDWHEDQNV WRGHFUHDVHQRQSHUIRUPLQJ ORDQVGLGQRW VXFFHHG LQ
UHGXFLQJWKHPDWDOOEHFDXVHRIWKHVHYHUHGHIODWLRQDU\SUHVVXUH
7KHVLJQVRIGHIODWLRQZHUHDSSDUHQW,QUHVSRQVHWRWKHVHULRXVVLWXDWLRQERWKWKH%2-DQGWKH
JRYHUQPHQW DGPLWWHG DW ODVW WKDW -DSDQHVH HFRQRP\ KDG IDOOHQ LQWR WKH GHIODWLRQ 7KH -DSDQHVH
HFRQRP\ZDVWKXVFDXJKWLQDYLFLRXVFLUFOHVRFDOOHGGHIODWLRQDU\VSLUDOLQGLFDWHGE\,UYLQJ)LVKHU
'HFOLQHLQGHPDQG²'HFOLQHLQSURGXFWLRQDQGSULFH²'HFOLQHLQHPSOR\PHQWGHFOLQHLQ
FRQVXPSWLRQDQG,QFUHDVHLQORDQLQUHDOWHUPGHFOLQHLQLQYHVWPHQW²'HFOLQHLQGHPDQG*'3
UHFRUGHGQHJDWLYHJURZWK IRUFRQVHFXWLYHTXDUWHUV IURPWKH4RQZDUG IRU WKH ILUVW WLPH
VLQFHWKHVWDUWRI*'3VWDWLVWLFVLQ
7KH%2-ZKLFKUHDOL]HGWKHULVN\VLWXDWLRQRIWKH-DSDQHVHHFRQRP\DWODVWUHGXFHGWKHFDOOUDWH
WR  SHUFHQW LQ  7KH %2- DOVR WRRN WKH VRFDOOHG ]HUR LQWHUHVW SROLF\ E\ UHGXFLQJ LW WR
YLUWXDOO\]HURSHUFHQW LQ)HEUXDU\)XUWKHUPRUH WKH%2-DGRSWHG WKHXQWUDGLWLRQDOPRQHWDU\
SROLF\ VRFDOOHG TXDQWLWDWLYH HDV\ SROLF\ E\ SXWWLQJ WKH EDQN UHVHUYH RQ LWV WDUJHW2ZLQJ WR WKH
H[SDQVLRQDU\SROLF\ WKH ILQDQFLDO SDQLF VHHPHG WR VHWWOH GRZQ7KH -DSDQHVH HFRQRP\EHJDQ WR
VKRZVLJQVRIUHFRYHU\


6HH0+XWFKLVRQDQG.0F'LOOS
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7KH)LQQLVK'HSUHVVLRQ

7KH)LQQLVKHFRQRP\DOVRKDGDVHYHUHUHFHVVLRQLQV5HDO*'3UDSLGO\GHFUHDVHGIURP
WR7KH*'3JURZWKUDWHIDOOPRUHWKDQSHUFHQWIRU\HDUV,WUHDFKHGDWDSHDNLQ
DQGWKHQIHOOVKDUSO\WRZDUGWKHHQGRIDVVKRZQLQ)LJXUH7KHGHSUHVVLRQZDVFDXVHGE\
WKH ILQDQFLDO OLEHUDOL]DWLRQ DW ILUVW$V D FRQVHTXHQFHRI WKH ILQDQFLDO OLEHUDOL]DWLRQEDQN OHQGLQJ
UDSLGO\H[SDQGHGHVSHFLDOO\DIWHUDQGSHDNHGLQDVVKRZQLQ)LJXUH &DSLWDO LQIORZ
IURPIRUHLJQFRXQWULHVDOVRFRQWULEXWHGWRWKHLQFUHDVHRIOHQGLQJERRPV
)LQDQFLDO OLEHUDOL]DWLRQ LWVHOI GRHV QRW FDXVH UDSLG DVVHW SULFH LQIODWLRQ :KHQ WKH ILQDQFLDO
PDUNHWVDUHGHUHJXODWHGXQGHUWKHPRQHWDU\HDVLQJWKHDVVHWSULFHLQFUHDVHV0RQH\VWRFNVWDUWHGWR
LQFUHDVHJUDGXDOO\<HDURQ\HDUJURZWKUDWHRI0RQH\VWRFN0UHDFKHGDWDSHDNSHUFHQW
LQT0JURZWKUDWHDOVRSHDNHGSHUFHQWLQT%RWKJURZWKUDWHVVKDUSO\GHFOLQHG
DIWHULWVSHDNDVVKRZQLQ)LJXUH



)LJXUHORJUHDO*'3

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7KHUH LV D VWURQJ VLPLODULW\ EHWZHHQ )LQODQG DQG -DSDQ UHJDUGLQJ WKH WLPLQJ RI ILQDQFLDO
OLEHUDOL]DWLRQDQGDVVHWLQIODWLRQ,Q)LQODQGLQGLUHFWILQDQFHZDVGRPLQDQWZKLOHWKHGLUHFWILQDQFH
ZDVQRWGHYHORSHGZHOOEHIRUH WKHVZKHQ WKH ILQDQFLDOGHUHJXODWLRQVWDUWHG'HSRVLWVEDQNV
ZHUHFHQWUHWRWKHILQDQFLDOPDUNHW'HSRVLWEDQNVDOVRFRQWUROOHGWKHILUPVWKURXJKILQDQFLQJ
,Q)LQODQG WKHSHULRGVRI WKHEXEEOHDQG LWVEXUVWDUHDV IROORZV WKHEXEEOHSHULRG IURP WR
ZKLOHWKHGHSUHVVLRQE\WKHEXUVWRIEXEEOHIURPWR7KHDYHUDJH*'3JURZWKUDWH
IURP WRZDVSHUFHQW7KHEXEEOHKDV VWDUWHGDURXQG7KH IDFWRUVEHKLQG WKH
EXEEOHFDQEHVXPPDUL]HGLQWKHIROORZLQJWKUHHIDFWRUV
)LUVW IDFWRU LV WKH ILQDQFLDO OLEHUDOL]DWLRQ $V D UHVXOW VHFXULW\ PDUNHW UDSLGO\ GHYHORSHG DQG
ERUURZLQJIURPDEURDGVXEVWDQWLDOO\LQFUHDVHGEHFDXVHRIWKHDEROLWLRQRIH[FKDQJHUDWHFRQWUROLQ
WKHODWWHUKDOIRIV7KHOLEHUDOL]DWLRQRIERWKRIEDQNOHQGLQJUDWHDQGSULYDWHERUURZLQJIURP
DEURDG EURXJKW DERXW WKH UDSLG H[SDQVLRQ RI EDQN ORDQ DQG ODUJH FDSLWDO LQIORZ IURP IRUHLJQ
FRXQWULHV6HFRQGLVWKHVKDUSLPSURYHPHQWRIWKHWHUPVRIWUDGH7KHGHFOLQHRIRLOSULFHDQGWKH
ULVHLQZRUOGPDUNHWSULFHVRIIRUHVWSURGXFWVSURPRWHGWKH)LQQLVKH[SRUW7KLUGLVPRQHWDU\HDVLQJ
$YHUDJHPRQH\JURZWKUDWHLVPRUHWKDQLQ)LJXUH
7KH LQIODWLRQUDWHJUDGXDOO\EHJDQWR LQFUHDVH LQ WKHERRP&RQVXPHUSULFHVURVHIURPDURXQG
LQWRDURXQGLQ)LJXUH7KHUDSLGULVHLQLQIODWLRQUDWHZHHNHQGWKH)LQQLVK
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7KHHFRQRPLFERRPKDGWXUQHGDURXQGLQZKHQWKHUHDO*'3VWDUWHGWRGHFOLQH7KH*'3
FRQWLQXHGWRGHFOLQHE\WKHIDOORI7KH)LQQLVKH[SRUWVJUDGXDOO\GHFOLQHGE\ORVLQJWKHSULFH
FRPSHWLWLYHQHVV DQG WKH GHWHULRUDWLRQ RI WHUPV RI WUDGH0RUHRYHU WKH FROODSVH RI 6RYLHW8QLRQ
VWURQJO\UHGXFHGWKH)LQQLVKH[SRUWVWR5XVVLD%DQNRI)LQODQGKDGWRWDNHWLJKWPRQHWDU\SROLF\
EHFDXVH VSHFXODWLYH DWWDFN WR WKH0DUNND KDG EHJXQ IURP +RZHYHU WLJKWPRQHWDU\ SROLF\
VHULRXVO\GDPDJHGWKHHFRQRP\
:LWKWKHIDOOLQWKHHFRQRP\DVVHWSULFHVVWDUWHGWRGHFOLQHDQGEDQNUXSWFLHVRIILUPVEHJDQWR
LQFUHDVH%\PLGWKHQXPEHURIEDQNUXSWFLHVKDGLQFUHDVHGWRDPRQWKO\DYHUDJHRIVRPH
IURPDURXQG D \HDU EHIRUH 7KH QRQSHUIRUPLQJ ORDQVZKLFK EDQNV KROG UDSLGO\ DFFXPXODWHG LQ
6RPHRIEDQNV¶QRQSHUIRUPLQJORDQZHUHUHODWHGWRFRQVWUXFWLRQUHDOHVWDWHDQG
UHWDLOWUDGH7KHILQDQFLDOFULVLVKDGRFFXUUHG7KHEDQNVZKLFKZHUHPRVWVHYHUHO\GDPDJHGZHUH
WKHVDYLQJVEDQNV7KH\KDGDJJUHVVLYHO\H[SDQGHGWKHORDQVGXULQJWKHERRP7KH\LQFUHDVHGWKH
ORDQV WR VPDOO ILUPV DQG SURSHUW\ UHODWHG ILUPV 8QIRUWXQDWHO\ PDQ\ RI WKHLU ORDQV ZHUH
GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV 6R WKH GHSUHFLDWLRQ RI WKH 0DUNND VWURQJO\ GDPDJHG WKHLU
ERUURZHUV $V D FRQVHTXHQFH 6NRSEDQN D FHQWUDO EDQN RI WKH VDYLQJ EDQNV ZDV WKH ILUVW
FRPPHUFLDOEDQNZKLFKJRWLQWRWKHWURXEOH7KHEDQNLQJSUREOHPVFRQWLQXHGDQGSHDNHGLQ
7KH)LQQLVK0DUNNDZDVFKDQJHG WR WKH IORDWLQJV\VWHPLQ6HSWHPEHU%DQNRI)LQODQG
ZDVUHOLHYHGRILWVOHJDOREOLJDWLRQWRNHHSWKHH[FKDQJHUDWHDWWKHGHFLGHG]RQH$VZHOONQRZQDV
WKH LUUHFRQFLODEOH WULQLW\ RI DQ RSHQ HFRQRP\ LQ LQWHUQDWLRQDO ILQDQFH WKUHH REMHFWLYHV IL[HG
H[FKDQJHUDWHV\VWHPLQGHSHQGHQWPRQHWDU\SROLF\DQGIUHHLQWHUQDWLRQDOFDSLWDOIORZVFDQQRWEH
DFKLHYHG VLPXOWDQHRXVO\ 8QGHU WKH QHZ FXUUHQF\ UHJLPH %DQN RI )LQODQG FDPH WR LPSOHPHQW
IUHHO\PRQHWDU\SROLF\ FRQFHQWUDWLQJRQ WKHGRPHVWLF HFRQRP\%DQNRI)LQODQG DOVRGHFLGHG WR
WDNHLQIODWLRQWDUJHWZLWKWKHFKDQJHRIH[FKDQJHUDWHUHJLPH3ULFHOHYHOWDUJHWLQJIUDPHZRUNLVD

7KHORVVRI6RYLHWH[SRUWPDUNHWVEURXJKWDERXWDQHJDWLYHGHPDQGVKRFNRIWKHRUGHURIRI*'3LQFOXGLQJLQGLUHFWHIIHFWV6HH1\EHUJDQG9LKULDOD
6HH&KDUWLQ1\EHUJDQG9LKULDOD
7KHEDQNV·QRQSHUIRUPLQJORDQUDSLGO\LQFUHDVHGIURP),0ELOOLRQWR),0ELOOLRQGXULQJ6HH1\EHUJDQG9LKULDOD
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WKHUHODWLRQVKLSEHWZHHQWKUHHYDULDEOHV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 7KH RWKHU LV MXVW
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 IRU WKH ORQJ UDWH %RWK LQWHUHVW UDWHV DUH
DOWHUQDWLYHO\XVHG LQHVWLPDWLRQ0&'LV WKHEHVWDYDLODEOHPHDVXUHZKLFK WKH%2-XVHVDVDQ
LPSRUWDQWSROLF\YDULDEOH
,ID ORQJUXQHTXLOLEULXPUHODWLRQVKLSH[LVWVEHWZHHQ WKHUHDOPRQH\VWRFN UHDO*'3DQG WKH
RSSRUWXQLW\FRVWZHFRXOGVD\WKDWPRQH\GHPDQGULVHVLQOLQHZLWKLQFUHDVHLQUHDO*'3RUGHFOLQH
LQWKHRSSRUWXQLW\FRVW7KHV\VWHPPRGHOLVGHVFULEHGE\WKH9(&0LQWKHIROORZLQJ
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%DQNRI-DSDQNQRZQDV7$1.$1LQRUGHUWRTXDOLI\WKHXQREVHUYDEOHYDULDEOH
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:H XVHG DQ (*$5&+ PRGHO LQ ZKLFK D FKDQJH RI FRUSRUDWH ILQDQFLDO SRVLWLRQ  ',' 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UHJUHVVHGE\DFKDQJHRIEDQNOHQGLQJUDWH UDWH'   WK LVWKHILQDQFLDODQ[LHWLHVZKLFKFDQEH
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,QWKLVPRGHOIRU*-5HIIHFWWKHDV\PPHWU\WHUPJ !DQGWKHFRQGLWLRQIRUQRQQHJDWLYLW\ZLOOEH D t D t
E tDQG  t JD 7KHFRQGLWLRQDOYDULDQFH WK LVVXEMHFWWRDQLPSDFW D IURPJRRGQHZV WH tZKLOHDQ
LPSDFW  JD   IURP EDG QHZV  WH  +RZHYHU WKHLU UHVXOW FDQQRW EH H[SODLQHG UDWLRQDOO\ IURP DQ HFRQRPLF
SRLQWRIYLHZ)RUH[DPSOHILQDQFLDODQ[LHWLHVLQFUHDVHVLQWKHEXEEOHSHULRGLQWKHODWWHUKDOIRIV )XUWKHUPRUH
WKHHVWLPDWHG E WDNHVDQHJDWLYHYDOXH7KHUHIRUHLQRXUFDVHZHLQWURGXFHWKHJURZWKUDWHPRGHORI ',' UHJUHVVHG
E\ UDWH' DQGFRQVLGHUWKHORJDULWKPRI  WK LQWKH(*$5&+PRGHO
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ZKHUHYDOXHVLQWKHSDUHQWKHVHVDUHWYDOXHV
7KHILQDQFLDODQ[LHWLHV K LVJLYHQLQ)LJXUH$Q[LHWLHVYDULDEOHGHQRWHGE\'9W  WK LV
VHHQWRULVHDWILUVWIURPWRWKHILUVWILQDQFLDODQ[LHW\LQ-DSDQZKHQVPDOOFUHGLWXQLRQV
DQG FRRSHUDWLYHV IDLOHG EHFDXVH RI DQ LQFUHDVH LQ WKH QRQSHUIRUPLQJ ORDQV FDXVHG E\ WKH UDSLG
GHFOLQHRIVWRFNDQGODQGSULFHVDIWHUWKHEXVWRIWKHEXEEOH7KH-DSDQHVHHFRQRP\EHJDQWRVKRZ
WKH VLJQV RI D PRGHVW UHFRYHU\ LQ ODWH  ZKHQ UHDO *'3 EHJDQ WR LQFUHDVH DQG WKH RIILFLDO
HVWLPDWLRQRI13/VGHFUHDVHG7KH0LQLVWU\RI)LQDQFHKDGLVVXHGDUHSRUWHQWLWOHG³5HRUJDQL]LQJ
WKH-DSDQHVH)LQDQFLDOV\VWHPNLQ\XVKLVXWHPXQRNLQRXNDLIXNXQLWXLWH´LQ-XQH LQZKLFK
WKH\VKRZHGDGLHKDUGDWWLWXGHWRWDFNOHWKH13/VSUREOHPVE\RIILFLDOO\GLVFORVLQJWKHPDJQLWXGH
RIEDGORDQVWRWDOOHGWULOOLRQ\HQDERXWSHUFHQWRIWKHORDQVKHOGE\GHSRVLWRU\LQVWLWXWLRQV
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5\XWDUR+DVKLPRWRKDGGHFLGHGWKHULVHRIWKHFRQVXPSWLRQWD[IURPWRSHUFHQWDQGWKHHQGRI
WHPSRUDU\ LQFRPH WD[ FXW0DMRU -DSDQHVH ILQDQFLDO LQVWLWXWLRQV IDLOHG 5XPRXUV DERXW ILQDQFLDO
SDQLFVSUHDGRXWWKURXJK-DSDQZKHQJRYHUQPHQWWRRNDYHU\QHJDWLYHYLHZWRXVLQJSXEOLFIXQGVWR
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
5HDO PRQH\ 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W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W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 VXJJHVW WKDW ERWK
ILUPVDQGKRXVHKROGUDSLGO\LQFUHDVHGWKHLUPRQH\KROGLQJVIDFLQJWKHILQDQFLDOFULVLV,WPHDQVWKDW
WKHUH ZDV UDWKHU VKRUWDJH RI PRQH\ VWRFN MXVW DV LQ WKH FDVH RI -DSDQ¶V FULVLV 7KH LQFUHDVH RI
SUHFDXWLRQDU\GHPDQGIRUPRQH\PHDQVWKHGHFOLQHRIDFWLYHPRQH\ZKLFKKDVSRVLWLYHHIIHFWVRQ
WKHHFRQRP\7KHUHVXOWVVKRZQKHUHDOVRVKRZWKHLPSRUWDQFHWRSURYLGHPXFKPRUHOLTXLGLW\ZLWK
WKHHFRQRP\LQWKHFDVHRIILQDQFLDOFULVLV
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,Q)LQODQGDVVHWSULFHVVXFKDVKRXVLQJSULFHDQGVKDUHSULFHUHDFKHGDWDSHDNLQDQGWKHQ
IHOOVKDUSO\WRZDUGVWKHHQGRI,Q-DSDQVKDUHSULFHVUHDFKHGDWDSHDN\HQLQHQG±
'HFHPEHUDQGVKDUSO\IHOOWR\HQLQ$XJXVW/DQGSULFHDOVRGHFOLQHGUHDFKHGDW
WKH SHDN LQ 6HSWHPEHU  DQG FRQWLQXHG WR GHFOLQH %RWK HFRQRPLHV XQGHUZHQW DQ H[WUHPHO\
VHYHUHUHFHVVLRQDIWHUWKHUDSLGGHFOLQHRIDVVHWSULFH7KHUHLVDVWURQJVLPLODULW\EHWZHHQ-DSDQDQG
)LQODQGUHJDUGLQJWKHWLPLQJRIILQDQFLDOOLEHUDOL]DWLRQDQGDVVHWLQIODWLRQ
%RWKFRXQWULHVH[SHULHQFHG WKH ILQDQFLDO OLEHUDOL]DWLRQ LQ WKHV7KH IXQGVDYDLODELOLW\ IRU
ERUURZHUV UDSLGO\ LQFUHDVHG RZLQJ WR WKH ILQDQFLDO OLEHUDOL]DWLRQ/DUJH ILUPVZKLFK WUDGLWLRQDOO\
GHSHQGHGRQWKHEDQNOHQGLQJZHUHDEOHWRDFFHVVGLUHFWO\WRWKHFDSLWDOPDUNHW7KH\VZLWFKHGWKHLU
IXQGUDLVHIURPEDQNVWRFDSLWDOPDUNHW7KHILQDQFLDOLQWHUPHGLDULHVKDGWRILQGRWKHUERUURZHUVLQ
RUGHUWRNHHSWKHLUSURILWVDWWKHVDPHOHYHODVEHIRUHEHFDXVHWKHLUEXVLQHVVUHPDLQHGDWWKHVDPHLQ
VL]H 7KH\ZHUH REOLJHG WR LQFUHDVH WKH OHQGLQJ WR QHZEXWPRUH ULVN\ ERUURZHUV VXFK DV VPDOO
VL]HGRUSURSHUW\UHODWHGILUPVZKLFKZHUHQRWWKHLUWUDGLWLRQDOFXVWRPV
+RZHYHUILQDQFLDOGHUHJXODWLRQLWVHOIGRHVQRWFDXVHWKHDVVHWLQIODWLRQDQGILQDQFLDOFULVLV0RUH
LPSRUWDQWIDFWRUEHKLQGILQDQFLDOFULVLVFRPPRQO\REVHUYHGLQERWKFRXQWULHVLVPRQHWDU\HDVLQJ,W
VKRXOG EH XQGHUVWRRG WKDW FRQWLQXLQJ HDV\ PRQHWDU\ SROLF\ EHKLQG WKH GHUHJXODWLRQ FDXVHG WKH
FUHGLWH[SDQVLRQDQGDVVHWLQIODWLRQ
)URP WKLV SRLQW RI YLHZZH IRFXVHG RQ WKH UHODWLRQVKLS EHWZHHQPRQH\ VWRFN DQG HFRQRPLF
DFWLYLW\,QWKHFDVHRI-DSDQWKHVXSHUILFLDOUHODWLRQVKLSEHWZHHQPRQH\DQGWKHUHDOHFRQRP\KDV
FKDQJHGVLJQLILFDQWO\VLQFHDXWXPQZKHQWKH-DSDQHVHHFRQRP\ZDVLQYROYHGLQWRWKHVHYHUH
ILQDQFLDO FULVLV 7KH FRLQWHJDUWLRQ WHVW VKRZHG WKDW FRLQWHJUDWLRQ SURSHUW\ DPRQJ PRQH\ DQG
HFRQRPLFDFWLYLW\GLGQRWKROGLQWKHVDPSOHSHULRGH[WHQGHGEH\RQGODWH,QWKH)LQQLVKFDVH
FRLQWHJUDWLRQSURSHUW\GLGQRWKROGHLWKHULQWKHVDPSOHLQFOXGLQJWKHSHULRGRI3HRSOH
LQFUHDVHGWKHOLTXLGLW\IURPSUHFDXWLRQDU\PRWLYHVUHIOHFWLQJPRXQWLQJXQFHUWDLQW\ZKLFKVHHPHG
WR EUHDN GRZQ WKH FRLQWHJUDWLRQ UHODWLRQVKLS DPRQJ PRQH\ DQG HFRQRPLF DFWLYLW\ :H GHILQHG
SUHFDXWLRQDU\ GHPDQG DV PRQH\ GHPDQG ZKLFK SHRSOH DGGLWLRQDOO\ KROG WR SUHSDUH IRU WKH
XQFHUWDLQW\ LQ WKH IXWXUH ILQDQFLQJ :H UHH[DPLQHG LQ ERWK FRXQWULHV ZKHWKHU WKH UHODWLRQVKLS
EHWZHHQPRQH\ DQG WKH HFRQRP\EHFDPH XQVWDEOH HYHQZKHQ WDNLQJ SUHFDXWLRQDU\ GHPDQG LQWR
DFFRXQW2XUUHVXOWVVKRZHGWKDWFRLQWHJUDWLRQSURSHUW\VWLOOKROGLQERWKFDVHVRI-DSDQDQG)LQODQG
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 /HVVRQV IURP
-DSDQ¶V ([SHULHQFH LQ WKH V´ ,QWHUQDWLRQDO )LQDQFH 'LVFXVVLRQ 3DSHUV %RDUG RI
*RYHUQRUVRI)HGHUDO5HVHUYH6\VWHP1R
%DQNRI-DSDQ³0&'WRNHL]DLNDQQNHLQLWXLWH2QWKHUHODWLRQVKLSEHWZHHQ0&'DQG
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´%DQNRI-DSDQ0RQWKO\5HYLHZLQ-DSDQHVH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%DQN RI -DSDQ  ³7KH5ROH RI WKH0RQH\ 6WRFN LQ&RQGXFWLQJ0RQHWDU\ 3ROLF\´%DQN RI
-DSDQ5HVHDUFK3DSHUV3ROLF\3ODQQLQJ2IILFH
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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)XMLNL+DQG:DWDQDEH.-DSDQHVH'HPDQGIRU1DUURZ0RQHWDU\DJJUHJDWHLQWKH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LQ-DSDQHVH
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